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KEY ECONOMIC INDICATORS 
(as of July |, 1985) 


The average exchange rate for 1984 was $ | = 3.21 guilders. All of the figures below have been 
converted at that rate to facilitate comparability. The actual average rate was $1 = 2.85 
guliders In 1983, and 2.68 in 1982. 


INCOME, PRODUCTION AND EMPLOYMENT 19835 1984 1985, Pct. Change* 
GNP at current prices ($ mil.) 117,200 123,540 128, 302(E) plus 3.9 
GNP at 1982 prices ($ mil.) 117,200 119,611 121,931 (E) plus 1.9 
Per capita GNP,current prices ($) 8,196 8,579 8, 848(E) plus 3.1 
Per capita GNP,1982 prices ($) 8,196 8, 306 8, 409(E) plus 1.2 
Plant & equipment Investment ($ mil.) 12,025 12,930 14,034(E) plus 8.5 
Indexes : 
Industrial production (1980 = 100) 96 101 101 (APR) unchanged 
Avg. mfg. productivity (1980 = 100) 112 122 % plus 8.9 
Avg. manufacturing wage (1980 = 100) 113.2 114.5 119. 3(MAY) plus 2.4 
Retail sales (value): (1980 = 100) 102.0 102.0 88.0( JAN) minus 1.9 
Disposable personal Income, 


at current prices ($mil.) 63,333 64,439 66, 1 15(E) plus 4.5 
Disposable income per capita, 

at current prices ($) 4,429 4,475 4,560(E) plus 1.9 
Employment (000's)(period average) 4,524 4,517 4,538(E) plus 0.5 
Average unemployment rate ( S.A.)** 17.0 (7.3 15.9(APR) 


MONEY AND PRICES 
Money supply (MI)($mil., end of period) 24,133 25,938 26 , 088 (MAR) 
Money supply (M2)($mil., end of period) 41,623 44,835 48, 913(MAR) 
Public debt domestic ($mil., end of period) 48,423 57,638 58, 465 (FEB) 
Public debt external ($mil., end of period) 0 0 QO (JAN) 
Central Bank discount rate (end of perlod) 5.0 5.0 5.5(JUN) 
Domestic private credit outstanding 41,218 42,667 - 
($mil., end of period) 
Indexes : 

Avg. wholesale prices: (1980 = 100) 


(excl. VAT) 121 4 (JAN) plus 
Avg. consumer prices: (1980 = 100) 122.9(MAY) plus 


BALANCE OF PAYMENTS AND TRADE 
Gold & forelgn exch. reserves 20,021 19, 396 (MAR) 
($mil., end of per., Incl. valuation changes) 
Balance of payments current account 
(trans., $ bil.,cum.) 3.4 4.9 1.4 (MAR) clus $757 
Balance of merchandise trade($ bil., cum.) 3.6 3.6 0.9(MAR) minus 25.5 
Total exports F.0.B.($bil., cum.)Dutch stats. 58.2 65.6 18.8(MAR) plus 11.8 
Total imports C.1.F.($bil., cum.)Dutch stats. 54.6 62.0 17.9(MAR) plus 16.4 
US Imports from Netherlands CIF ($bil.,cum.) y 3.3 0.9(MAR) plus 8.6 
(USDOC stats.) 3.0 4.3 | .O(MAR) minus 10.0 
US exports to Netherlands FOB ($bil., cum.) 5.5 5.5 1. 7(MAR) plus 37.0 
(incl. reexports) (USDOC stats.) 8.6 7.6 1.8(MAR) 


plus 


minus 13.1 


Main Imports from the U.S. (in thousand metric tons (TMT) and millions of U.S. dollars ($ mil.) 
1984: Machinery and Transport Equip.(incl.aircraft) $1,923 mil.; Animal feed except grains 2848 
TMT/$444 mil.; Oilseeds 2106 TMT/$636 mil.; Chemicals $662 mil.; A.D.P. Equipment and parts 
$713 mil.; Coal 4105 TMT/$246 mil.; Analyt. Instrum. $135 mil. 


Sources: Central Bureau of Statistics (CBS); Netherlands Central Bank; Central Planning 
Bureau(CPB); U.S. Department of Commerce; IMF International Financial Stats. 

*Percentage changes compare full year results or estimates, when avallable; otherwise 

comparable periods. ** Rate Is percent of labor force excluding self-employed. 


NOTES: 





SUMMARY 


Last year marked a watershed for the sluggish Dutch economy, 
with the 2 percent real Gross National Product (GNP) growth at 
the highest level in 6 years, public sector expenditures 
declining as a share of GNP, and unemployment reversing its 
upward spiral of prior years. Foreign trade was the main 
impetus for the economic upswing as both imports and exports 
grew by more than 10 percent. The basic force which propelled 
the Dutch economy last year will continue in 1985 and the 
outlook is for continued moderate but more balanced growth. 
Trade is not expected to expand as rapidly as last year, but an 
upswing in private consumption and higher investment outlays 
should take up the slack, and real GNP growth this year may 
come in at 2 percent or better. 


Government budget policy continues to be restrictive as the 
Cabinet focuses on limiting public sector spending, reducing 
the government deficit, and restraining the rise in the 
national debt through a variety of spending cut measures. In 
tandem with this policy, the government has adopted measures 
aimed at encouraging the expansion of the private sector. The 
most visible part of this effort has been the cut in the 
corporate income and social welfare tax burden over the past 2 
years. The economic recovery now underway has led to an 
increase in employment, the first such upturn in a number of 
years. Nonetheless, unemployment is still at an unacceptably 
high level of about 13 percent and jobs will remain a long-term 
issue for Dutch policy-makers. 


National elections are scheduled for May 1986 and economic 
issues will be central to the political campaign. Future 
budget policies and remedies for high unemployment will be key 
focal points. While it is too early to speculate on the likely 
outcome of the election, it seems increasingly clear that the 
major economic reforms embarked upon in the last few years are 


making a significant contribution to restoring the economic 
health of the nation. 


The Netherlands remains an important and affluent partner of 
the United States in international trade and investment, and 
Dutch exports to the United States the past year were up 
strongly. The strength of the U.S. dollar has hampered U.S. 
exports to the Dutch markets in recent years, but U.S. firms 
still manage to do very well in exporting to and through the 
Netherlands. The U.S. Foreign Commercial Service has 
identified a number of product categories with good sales 
potential for U.S. firms, including aircraft and avionics, 
telecommunications, business and office equipment, electronic 
production and test equipment, electronic components, coal, 
port equipment, computer software and services, computer and 
peripheral equipment, materials handling machinery and 
pollution control equipment. U.S. suppliers are encouraged to 
explore these and other promising export opportunities 
available in the Dutch market. 
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I. CURRENT ECONOMIC TRENDS 


1984 WAS A WATERSHED YEAR: Rising foreign trade powered the 
sluggish Dutch economy in 1984 to its best performance in many 
years as real gross national product grew by 2 percent. While 
modest in comparison with the robust economic expansion 
experienced by the United States last year, this is still the 
best growth performance by the Netherlands since 1978. Exports 
and imports rose by 14 and 13 percent respectively, in value 
terms. Export growth was diversified across a range of product 
categories (food/agricultural products, chemicals, machinery 
and transport equipment) and destinations, with a 14 percent 
rise in shipments to Common Market partners and a whopping 34 
percent rise in exports to the U.S. Surging exports stimulated 
a 6 percent expansion in industrial output last year, whereas 
Output in the large service sector rose by less than 2 

percent. Production increases were strongest in the metal 
industry (up 9%), oil refining (up 11%), and chemicals (up 
7%). Most categories of imports also expanded, but capital 
goods grew most strongly, reflecting the renewed impulse for 
growth from rising corporate investment. 


Two other key developments marked the economy's performance 
last year: unemployment peaked and began to decline for the 
first time since 1970, and the public sector share of the 
nation's income declined for the first time in. at least 7 
years. Reducing unemployment and scaling back the growth of 
the public sector have been key goals of Dutch economic policy 
makers for a number of years, and their persistent efforts have 


finally begun to pay off. 


Gross investment rose by 5S percent in volume terms in 1984. 
Much of this capital outlay went for new industrial equipment 
and machinery, while spending for business structures remained 
flat. Inventory investment also contributed to the Netherlands 
economic expansion last year, as businesses increased stocks by 
an estimated 4.5 billion guilders (or about 1% GNP), following 
3 consecutive years of inventory drawdown. Private consumption 
remained essentially flat in 1984 despite the estimated 1 
percent drop in the average worker's real disposable income. 
Declining aggregate consumption has been a persistent feature 
of the Dutch economy for several years and its stabilization in 
1984 is a favorable development. 
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MODERATE , BUT MORE BALANCED GROWTH IN 1985: The basic economic 
forces which propelled the Dutch economy in 1984 are continuing 
this year and the result will be continued moderate but more 
balanced growth. The expansion of world trade which bolstered 
Dutch exports and imports last year is expected to slow 
somewhat in 1985 as the rapid growth in the United States 
tapers down to a more sustainable level. Total Dutch exports 
in 1985 are now forecast to rise by about 5 percent in volume 
terms and export prices are expected to rise at a moderate 3 or 
4 percent annual rate. This continuing, solid export 
performance is in large measure attributable to the heightened 
competitiveness of the Dutch manufacturing sector and the 
moderate development of labor costs in recent years. Latest 
official estimates are that by the end of this year, 
productivity in manufacturing will be up by more than 15 
percent from 1982. During the same period real labor costs 
will have risen only marginally, largely as a result of 
agreements between management and labor in 1983-84 to hold down 
wage hikes in order to slow, and, it is hoped, reverse rising 
unemployment. Rising productivity coupled with wage restraints 
has led to a sharp drop in labor costs per unit of 
manufacturing output. This much-needed development reverses a 
trend of the seventies when real wage increases outstripped 
productivity gains, thereby sapping the competitiveness of 
Dutch exports and contributing to inflationary pressures. As a 
result of this new competitiveness, Dutch producers are 
gradually increasing their shares of export markets. Exporters 
are apparently foregoing even more dramatic market gains and 
instead are maintaining their prices and boosting profits. 


Aggregate corporate profits have risen significantly over the 
last 2 years. This recovery of profits, increased 
manufacturing output and competitiveness, and higher capacity 
utilization underlie the further rise in corporate 
non-residential investment. As they did last year, investment 
outlays are expected to be concentrated in machinery and 
equipment. Outlays for business structures are expected to 
decline slightly this year, however, and this, together with a 
drop in homebuilding and a winding down of major 
government-—financed infrastructure projects, will lead to a 
modest downturn in the construction sector as a whole. 


A recent official business survey of about 9000 industrial 
firms shows nominal investment outlays rising by about 20 
percent in 1985 with the strongest investment growth 
concentrated in public utilities, oil refining, oil and gas 


exploration and development, and metalworking and electronic 
industries. 


Offsetting the somewhat slower export growth this year will be 
a rise in private consumption, the first such increase since 
1979. Underlying this upturn is a slight rise in private 
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sector wages which, coupled with a modest reduction in taxes 
and low inflation, will lead to a rise in the typical worker's 
real disposable income. Recent surveys show that consumer 
confidence is also rising and this should also help boost 
consumption spending this year. If official forecasts for 1985 
materialize, consumption spending may rise by 1.5 percent in 
real terms. 


The more balanced economic growth in 1985 (with higher 
investment and consumption spending offsetting the expected 
slower growth in exports) will be reflected in the output mix. 
The growth in industrial production is expected to slow 
somewhat, but still expand by a healthy 4-5 percent, while 
production in the large services sector will rise by an 
expected 2 percent, or somewhat higher than in 1984. The 
latest data shows that total industrial production in the first 
quarter stabilized at the level of the previous quarter, but 
was still 4 percent above the previous year. First quarter 
Output in the mining sector was up 10 percent over the earlier 
year, reflecting the strong rise in natural gas production and 
exports caused by the extremely cold winter. Production by the 
important farm sector is expected to expand only slightly, if 
at all, this year, following a 2 percent volume rise in 1984. 


GOVERNMENT BUDGET POLICY REMAINS RESTRICTIVE: The principal 
focus of government economic policy continues to be on limiting 
public sector spending, reducing the government budget deficit, 
and restraining the rise of the national debt. This has been 
carried out through a multi-year retrenchment program which has 
included across-the-board spending cuts averaging about 2 
percent of GNP annually in the 1983-85 period. These cutbacks 
have included measures to reduce benefit levels and freeze 
cost-of-living adjustments for most income transfer programs; 
freezes, and in 1984 an actual reduction, in civil service 
wages and benefits; as well as other spending cuts which have 
been painful, and politically difficult, in this highly 
egalitarian society. Even with these cuts, the Netherlands 
accumulated national debt as a percent of GNP almost doubled 
(from 27% to 51%) in the 5-year period from 1980 to 1984. In 
the United States, by comparison, the debt to GNP ratio grew 
much more modestly (from 34 to 43%) in the same period. 
Preliminary decisions on the 1986 national budget are for 
continued retrenchments, including further freezes in civil 
service wages and in welfare program outlays, as well as cuts 
in the operating budgets of the various ministries. If current 
projections hold, the public sector share of the national 
income will decline further in 1985 and 1986. Of equal 
importance, the budget deficit will drop to the targeted 7.5 
percent of national income in 1986, down from a peak of 10.7 
percent in 1983. 
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...WHILE CORPORATE EXPANSION IS ENCOURAGED: In tandem with its 
restrictive budget policy, the ruling center-right coalition 
has pursued a multi-year program of tax and regulatory relief 
aimed at restoring corporate profitability and encouraging new 
investment. Under this policy, the government has instituted a 
significant cut in the corporate income tax (from 48 to 43 
percent), a reduction in the social welfare taxes charged to 
business, a doubling of the dividend exclusion from income 
taxation, and other measures aimed at streamlining and 
simplifying the fiscal regime. Details of the measures planned 
for 1986 are still under consideration, but are likely to 
include a further one percentage point cut in corporate income 
tax and a further reduction in employers' social welfare taxes. 


EMPLOYMENT IS FINALLY RISING...: The Dutch unemployment rate 
peaked at a post-war record of 18.2 percent early last year 
(about 15% under the standardized OECD definition) but has been 
on a downward trend since then. The seasonally-adjusted number 
of registered unemployed workers has declined from 848,000 in 
May last year to 773,000 in May 1985. An important part of 
this decline is attributable to changed registration 
requirements (whereby older unemployed no longer must 
register), a temporary slowdown in the growth of the labor 
supply and increased implementation of early retirement 
schemes. However, it is increasingly clear that employment 
began to expand in late 1984 after a prolonged period of 
contraction. Job vacancies at local employment offices have 
risen by more than 50 percent in the iast 12 months, a further 
indication that the demand for labor is on the upswing. 


Part of .the job growth is the result of union-management 
agreements in 1983-84 to reduce slightly the work week in order 
to expand employment opportunities. More important factors are 
the increased competitiveness of Dutch labor arising from the 
restrained wage increases in recent years, the improved 
economic outlook and the consequent upturn in business 
confidence and willingness to hire new workers. Total 
employment is forecast to rise by about 30 thousand man-years 
in 1985. Even more encouraging is the projected 1 percent 
expansion of jobs in the manufacturing sector this year 
following many years of declining employment in that sector. 
Service sector employment is also projected to pick up a bit, 
but a decline in farm and construction employment is likely. 


...BUT JOBS WILL REMAIN A LONG-TERM ISSUE: Although jobs are 
on the upswing for the first time in several years, this does 
not mean that the battle against unemployment has been won. As 
of May 1985 the unemployment rate was about 16 percent (or 
about 13% by the OECD definition), very high by Dutch 
historical standards (it ran below 3 percent throughout the 
sixties and early seventies). Moreover, part of the recent 
success in controlling unemployment is due to youngsters 
prolonging their studies because of the limited prospects in 
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the job market. These and other "discouraged workers" could 
well opt to move into the labor force in the next year or two 
and it is not at all clear that the projected modest economic 
growth over the next few years will generate an adequate number 
of new job opportunities. 


The prospect of continued high unemployment over the medium 
term future has stimulated an on-going debate on further 
possible remedies. The major trade union federations and some 
political leaders believe that a further general reduction in 
the average work week holds the key to increasing the number of 
jobs. However, most business organizations including the 
American Chamber of Commerce in the Netherlands reject further 
generalized efforts to cut the work week across the board since 
they believe this could lead to increased labor costs and an 
erosion of recent gains in competitiveness. Business groups 
insist that flexible and cost-reducing arrangements for shorter 
hours is the only sensible remedy. 


Another approach to the unemployment problem aims at changing 
the relative costs of labor and capital to make labor more 
attractive. In this vein, the government's advisory 
Social—Economic Council has recently proposed a cut in the 
statutory minimum wage in order to reduce labor costs and 
increase the differential between the minimum and average wage 
level. This is an extremely complex and controversial 
proposal, however, not only because it would affect workers at 
the minimum wage but also because the level of many popular 
social welfare benefits are keyed to the minimum wage. 
Therefore, a significant reduction in the nominal minimum wage 
seems unlikely, but some increases in wage differentials could 
result from selected pay increases negotiated in decentralized 
labor bargaining over the next few years. Increased 
differentials, more job training, and reduced social welfare 
taxes are all measures which should serve to enhance labor 
market flexibility and lead to job growth in the longer term. 
How large a job increase is still a major uncertainty however. 
The most optimistic prediction, voiced recently by Prime 
Minister Lubbers, is that registered unemployment could fall 
about 500,000 (or about 10% of the labor force) by 1990 if 
current economic policies ar? continued. 


to 


COMING NATIONAL ELECTIONS...: The 4-year term of office for 
the ruling center-right coalition expires next year, and 
national elections are set for May. Recent public opinion 
polls indicate a swing to the opposition labor party (PvdA) by 
the Dutch electorate, but politicians of all major parties 
believe the elections will be closer than polls now suggest. 
It is thus too early to do more than speculate on what the 
government line-up will be after elections. 
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...WILL INTENSIFY THE ECONOMIC POLICY DEBATE: An important 
election issue will be the future course of economic policy. A 
key question will be on whether strong measures for controlling 
state spending and the budget deficit should be pursued for 
another four years. Proponents of this approach, centered in 
the Central Bank and the Finance Ministry, argue that further 
strong medicine is essential. Their fear is that if left 
unchecked, massive state borrowing would push up interest rates 
and crowd out prospective private sector investment. Moreover, 
the growing debt service payments would claim an increasing 
share of future state expenditures and limit the funding 
available for important national programs like defense, 
education, and welfare. 


Others, including some key political leaders and government 
economists, are inclined to the view that the essential 
retrenchment efforts of the past 4 years have begun to bear 
fruit. With the deficit reduced to 7.5 percent of national 
income, policies in the period 1986-90 should be aimed more at 
promoting economic growth. Advocates of this approach are 
inclined to additional tax cuts in future years at the expense 
of further cuts in the budget deficit. 


Other key economic issues in the upcoming election campaign 
will be high unemployment and its possible reduction through 
further work-time shortening or other controversial measures, 
prospective major reforms in certain social welfare programs, 
and the extent to which the government can act to preserve the 
living standards of minimum income groups. 


INFLATION IS WELL CONTROLLED...: Dutch inflation remains very 
low by historic and current European standards. Consumer 
prices rose by only 3.3 percent in 1984, the second lowest rate 
(after Germany) in the Common Market. Falling unit labor costs 
and projected modest rises in import prices will limit upward 
price pressures this year and hold the inflation rate to 
around 2.5 percent. It could come in even lower if there is a 
strong drop in oil prices or in the dollar/guilder exchange 
rate. The outlook for 1986 is for further moderation with 
consumer prices rising in the 1-2 percent range. Low inflation 
is benefitting the Dutch economy by enhancing export 
competitiveness, making wage restraint more palatable to 
workers, and boosting consumer confidence. 


...THE BALANCE OF PAYMENTS IS _IN STRONG SURPLUS: The value of 
Dutch exports has continued to expand more rapidly than 
imports, mainly because of stagnant internal demand and rising 
export competitiveness. As a consequence, the merchandise 
trade surplus has expanded steadily for a number of years. The 
surplus on the balance of payments current account (which 
includes goods, services and factor payments) measured on a 
transactions basis totaled about 16 billion guilders in 1984, 
or 4 percent of GNP —- the largest surplus position of all the 
Common Market countries. This surplus is forecast to grow 
further in 1985, perhaps to as much as 19 billion guilders. 
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This continuing very strong balance of payments surplus is a 
source of discomfort for some policymakers, and a reversal of 
this trend, particularly if it came from even stronger imports 
of capital goods, would be a welcome development. 


...AND MONETARY POLICY IS RELAXED: Continuing moderation in 
price developments has allowed the Dutch monetary authorities 
to maintain a relaxed, albeit cautious, approach to monetary 
expansion. Liquidity inflows arising from the balance of 
payments surplus have contributed to substantial growth in the 
money supply which, over the course of 1984, expanded by almost 
9 percent. The liquidity ratio (M2 as a percent of national 
income) rose by one and a half percentage points to 41.7 at 
year-end, the highest level in many years. A more important 
focal point for monetary policy is to maintain the guilder-—DM 
exchange rate at a fairly constant level. The monetary 
authorities have used the interest rate mechanism as the 
primary instrument to attain this policy goal. In late 
February, the DM and guilder weakened considerably within the 
European Monetary System as- funds moved into currencies with 
more attractive real interest rates. To counter this 
development, the Dutch (and German) Central Banks raised 
official discount rates by half a point, the first upturn in a 
year and a half. Capital market lending rates moved higher 
early in the year, but peaked in March and have eased since 
then. In mid-June, yields on long-term government bonds were 
averaging about 7.4 percent and the prime lending rate charged 
by commercial banks was running about 7 percent. Most of the 
government's financing needs for 1985 had been covered by mid 
year and this may lead to a further easing of rates for the 
remainder of 1985, assuming continued moderation in U.S. rates. 


THE LONGER VIEW: The first half of the eighties was a time of 
trouble for the Dutch economy, with real growth averaging only 
0.2 percent annually in the period 1980-84, unemployment sky 
rocketing, and per capita real consumption declining by more 
than 6 percent over the 5-year period. Yet the period was also 
marked by a growing awareness on the part of politicians and 
voters alike of the natural limits of the welfare state, and of 
the need to correct structural imbalances and rigidities which 
had developed over the previous decades. Reforms implemented 
over the last 3 years by government, management and labor have 
set the nation firmly on a course of longer term growth and 
prosperity. Decisions over the next few years will determine 
whether the nation stays the course. 


The development of world trade, increased economic integration 
in Europe, and other factors beyond the control of the Dutch 
will also impact strongly on the future prosperity of this 
open, trade-dependent economy. The Netherlands' pragmatic, 
productive, and well-educated work force, its location at the 


mouth of the Rhine waterway, its splendid transportation and 
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communication infrastructure, large reserves of natural gas, 
and major multinational firms form a solid base for its 
long-term economic well-being, and its role as a major trade 
and investment partner for the United States. 


PART II: IMPLICATIONS FOR THE UNITED STATES 


The many positive features of the Dutch economy noted above 
make the Netherlands’ domestic market worthy of interest to 
American firms. The economic upturn, the strong pace of foreign 
trade, the improved industrial investment outlays, and the 
increase in manufacturing output add up to new opportunities 
for the American exporter. Beyond that, the Netherlands plays a 
key role as distribution hub of Northern Europe. Its 
geographical location, its shipping facilities (including the 
world's largest port in Rotterdam), its domination of barge and 
truck transportation in Northern Europe, and its trading 
know-how account for a Dutch influence over foreign trade far 
in excess of its relatively small GNP or population. A 
significant amount of its imports are finished, assembled, 
packaged, or incorporated in Dutch-made products before being 
re-exported. All these factors make the Netherlands one of the 


major world markets that forward-looking American firms will 
want to explore. 


The Netherlands is one of the few countries with which the 
United States has a trade surplus. The exports of U.S. goods to 


the Netherlands totalled Dfl. 17.7 billion in 1984. In the same 
period, Dutch exports to the United States measured Dfl. 10.6 
billion. The resulting U.S. trade surplus is the largest 
bilateral surplus the United States enjoys with any country. 


Uncertainty about the dollar/guilder exchange rate continues. 
The average rate for 1984 was Dfl. 3.21 to the dollar compared 
to an average of Dfl. 2.85 for 1983. In the early months of 
1985, the dollar reached a high of over Dfl. 3.90. At the time 
of this writing (June 1985), the rate is on a downward trend at 
approximately Dfl. 3.40. The strength of the dollar in recent 
years has severely cut into U.S. import shares for many 
traditional consumer goods in the Netherlands. However, demand 


for many U.S. capital goods, especially high-tech electronic 
equipment, has remained firm. 


The Dutch are heavy investors in the United States with direct 
investment of over $28.8 billion at the end of 1983. In 1983 
the Netherlands was second only to Great Britain ($32.5 
billion) in the amount of capital investment in U.S. companies. 
The southeastern United States seems to be a particularly 
attractive area for Dutch investors. For example, in 1980 
there were 37 Dutch-owned companies in the State of Georgia. 
Presently, there are over sixty. The United States is 
Holland's largest source of foreign direct investment with a 
position of $8.65 billion at the end of 1983. There are over a 
1000 U.S. firms with offices in the Netherlands. 
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In selling to the Netherlands, U.S. exporters should keep in 
mind the following facts: Dutch businesses are highly 
competitive. Price, quality of goods, reliability of servicing 
and the credibility of business commitments are important 
considerations to Dutch firms. Because of its reliance on 
foreign trade, the Netherlands is one of the world's most open 
markets with no significant barriers to U.S. exports. Dutch 
businesses welcome U.S. products and look for those offering 


technological advances that will save money or improve 
performance. 


The U.S. and Foreign Commercial Service (US&FCS) in the 
Netherlands, headquartered at the American Embassy in The Hague 
and with offices at the American Consulates General in 
Amsterdam and Rotterdam, has identified Dutch industry sectors 
which offer fair to good market prospects to U.S. suppliers 
during the next few years. US&FCS will assist American firms to 
establish or expand their sales in the Dutch market through a 
variety of promotional events, business contacts and 
information gathering and reporting. To take advantage of these 
programs, U.S. companies are urged to contact their nearest 
office of the U.S. Department of Commerce located in major 


cities. 
DUTCH INDUSTRY SECTORS WITH BEST PROSPECTS FOR U.S. EXPORTERS 


AIRCRAFT AND AVIONICS: The Dutch market in 1984 for aircraft, 


avionics, and related parts and equipment was estimated at $500 


million. Direct imports from the United States were estimated 
at $300 or 60 percent of all imports, followed by France with 
approximately $150 million. Imports from the United States 
should rise annually at a rate of 15 to 20 percent in the next 
5 years with a considerable increase of the U.S. import share. 
Fokker's plans to produce two new aircraft types (the Fokker 50 
and the Fokker 100) should provide additional opportunities to 
U.S. suppliers of avionics, hydraulic systems, digital cockpit 
systems, screens, and carbon materials. Fokker's sales of the 
new Fokker 50 and Fokker 100 have been very successful to date. 
KLM (Royal Dutch Airline) is expected to replace its DC-9 fleet 
in the next S years. Estimated value of this opportunity is 
$400 million. U.S. aircraft manufacturers are expected to play 
an important role in KLM's decision-making process despite 
strong European competition. FCS is promoting Dutch buyer 


attendance at the Farnborough Airshow in 1986 as it did at the 
recent Paris Air Show. 


TELECOMMUNICATIONS: Direct U.S. exports of telecommunications 
equipment to the Netherlands are estimated at $70 million in 
1983 or 12 percent of Dutch imports of this equipment. We 
expect a sharp increase in U.S. exports during 1985 and project 
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a figure of $200 million in 1987 or 25 percent of imports. The 
Dutch Government has announced its intention to loosen the 
Post, Telephone and Telegraph (PTT) monopoly over the 
telecommunications interconnect market. Currently, private 
suppliers are free to sell the following interconnect equipment 
to the Dutch consumer: telephone-answering and recording 
equipment, automatic redialing equipment, wireless paging 
systems, acoustic telephone couplers, call forwarders, and 
modems. Under the new policy, private suppliers will be able to 
sell additional interconnect equipment to the Dutch consumer 
once the equipment has obtained standards approval from the 
PTT. U.S. suppliers should find new opportunities for the sale 
of private office telephone exchanges (PABX systems), local 
area network paging systems, and home terminals. The PTT will 
also continue offering interconnect equipment and will remain a 
prime customer for telecommunications equipment, particularly 
as it will retain responsibility for the public network and for 
traditional telephone and telex equipment. The PTT is planning 
to replace its telephone exchanges with digital equipment over 
the next 15 years involving an investment of $2.5 billion. 
Proposals to establish teleports in Rotterdam and Amsterdam 
point to further sales opportunities. Telecommunication 
companies interested in these teleport developments should 
centact the embassy. US&FCS will organize a U.S. pavilion at 
the European Communications Conference, Amsterdam, May 1986. 


BUSINESS AND OFFICE EQUIPMENT: The Netherlands market for this 
sector was estimated at $492 million in 1984. Total production 
in the Netherlands in 1984 was estimated at $800 million. Goods 
totalling $756 million were exported. Total imports were $492 
million.of which the U.S. share was $126 million. The main 
competitors were: United Kingdom ($103 million), West Germany 
($83 million), and Japan ($78 million). If products supplied by 
U.S. subsidiary companies in the Netherlands and other European 
countries were added, the actual U.S. share would be 
considerably larger. U.S. exports of this equipment should have 
an average annual real growth of 10 percent over the next 4 
years. Best prospects for U.S. firms are photocopying 


equipment, intelligent copiers, microfilm equipment and postage 
meters. 


ELECTRONIC PRODUCTION AND TEST EQUIPMENT: The U.S. share of 
the Dutch import market for electronic industry production and 
test equipment is over 50 percent of a total market estimated 
to be $80 million in 1984. This represents an increase in 
demand for such goods of over 14 percent compared with 1983. 
The Dutch electronics industry covers the spectrum of applied 
and consumer electronics, supplying and manufacturing 
components for every aspect of the sector. The main emphasis is 
on industrial applications, process control and regulating, 
with television and radio, telecommunications equipment, 
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minicomputer systems, lighting products and consumer appliances 
also entering the picture. Government support for new ventures 
in the electronics industry geared to production processes and 
industrial applications is significant. Industry spokesmen 
expect demand to remain strong for machinery for the production 
and assembly of electronic components and instrumentation for 
testing electronic, radio and communication circuits. 


ELECTRONIC COMPONENTS: The Dutch market for electronic 
components was estimated at $915 million in 1984. Total imports 
in 1984 are estimated to be $566 million with the U.S. share of 
imports being about $72 million or about 11 percent of imports. 
Information on the sources of electronic components is largely 
withheld by the Netherlands Bureau of Statistics in order to 
protect the interest of local industry. Apart from Philips, 
some 250 companies are actively engaged in the electronics 
sector in the Netherlands. The Dutch Government places high 
priority on stimulating investment. Demand for electronic 
components is strong and will remain strong in this key growth 
sector. Excellent opportunities exist for manufacturers of 
integrated circuits, electronic tubes (light-sensing tubes, 
magnetron tubes, cathode ray storage tubes), and passive 
components such as printed circuit boards. 


COAL: The Netherlands is a relatively important market for 
coal in Europe. Since the last coal mine was closed in 1974 
this country is totally dependent upon imports for its present 
and future supply of coal. In 1984 total imports of coal 
amounted to 10.9 million tons of which 2.2 million tons were ree 
exported. Total domestic consumption is therefore 8.7 million 
tons. Long term projections see Dutch steam coal consumption 
rising from 4.5 million tons in 1984 to 9.5 million tons in the 
year 2000. This increase can mainly be attributed to a policy 
statement by the Dutch Government on the diversification of 
energy sources to meet the country's overall energy needs. 
According to this statement, coal is expected to furnish about 
40 percent of all electricity power in the Netherlands by 2000. 
The consumption of metallurgical coal (4.2 million tons in 
1984) is not expected to be subject to significant growth in 
the same period. The major foreign coal supplier to the Dutch 
market is the United States with a share of 37.4 percent. For 
U.S. coal exporters there will be an opportunity to increase 


sales of U.S. steam coal with a sulphur content not over 0.8 
percent. 


PORT EQUIPMENT: Each year, the equivalent of hundreds of 
millions of U.S. dollars are invested in the Netherlands in all 
types of port related equipment. Rotterdam is the world's 
largest seaport. For two decades, it has handled more cargo 
than any other port. It is also the largest container port in 
the world. The greater Rotterdam port area houses some 4,000 
industrial concerns and another 6,300 trade and transport 
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companies. Investment plans announced by some of the larger 
companies for the coming 8-10 years amount to about $3.7 
billion. The economic upswing now underway means that Dutch 
ports offer increasingly attractive opportunities in cargo 
handling and automation equipment, goods storage systems, 
computers and peripheral equipment, telecommunications 
equipment and other advanced equipment for port related 
industries. US&FCS in the Netherlands will organize a U.S. 
exhibit at the Ports, Transportation and Equipment '86 Trade 
Fair, April 15-18, 1986 in Rotterdam, to exploit the potential 
of this growing market for equipment in this sector. 


COMPUTER SOFTWARE AND SERVICES: The Dutch market for computer 
software and services is expected to grow from $673 million in 
1983 to $1.1 billion in 1987. The strongest growth is expected 
for the standard software which will grow at an annual rate of 
25 percent or more. Services will show only a moderate growth 
of 8-9 percent per annum. Of the total (standard) software sold 
in the Netherlands in 1983, approximately 27 percent was 
software for mainframes (mainly DBMS and utilities), 48 percent 
was software for mini's and 25 percent software for micro's. 
General business applications software took over half of all 
standard software for mini's and micro's. In 1987, the market 
share for standard micro software is expected to increase to 37 
percent while that for mainframes and mini's will decrease to 
19 percent and 44 percent respectively. The strongest growth 
over the period 1983-87 is expected to be for communications 
software, graphics software and general business software for 
micro's. Of the total services in 1983, 36 percent is accounted 
for by custom software development and consultancy. This 
segment is expected to grow to 50 percent of total services in 
1987. Data banks and time sharing, while expected to show 
moderate annual growth of 4-5 percent over the years 1983-87, 
will decrease its market share from 38 percent to 33 percent 
during this time. ADP support services, especially local batch 
services, will show a decrease in turnover over the period 
1983-87. Over 40 percent of standard software comes from U.S. 
firms and approximately 10 percent from the U.K. Dutch software 
firms supply most of the standard software for general business 
applications. The main end-user sectors for software and 
services are: a) service sectors, including government (35 percent 
of total software and services in 1983); b) financial, 
insurance (25 percent); c) manufacturing (22 percent). 


COMPUTERS AND PERIPHERAL EQUIPMENT: The Dutch market for 
computers and peripheral equipment was estimated to be $1.3 
billion in 1984. This is expected to total over $1.5 billion in 
1985. Direct imports of computers and peripheral equipment from 
the United States totalled $366 million in 1984. The United 
States has the largest share of the Dutch import market 
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followed increasingly closely by the United Kingdom ($276 
million), West Germany ($265 million) and Japan ($95 million). 
The rising import share of the United Kingdom is partly due to 
newly established U.S. subsidiaries exporting to the European 
continent. In addition, there are substantial imports from U.S. 
subsidiaries in other countries of the European Economic 
Community. Best sales prospects for U.S. firms are business 
microcomputers and graphic systems and displays. US&FCS will 
promote Dutch buyer attendance to all major U.S. trade shows 
and to U.S. pavilions in regional West European shows. 


MATERIALS HANDLING MACHINERY: The Dutch materials handling 
industry is becoming an increasingly attractive market for U.S. 
exports. Direct imports from the United States in this sector 
were $18 million in 1984 (6 percent of total imports), but if 
imports from U.S. subsidiaries in Europe were counted, the 
total would be more like $29 million. Main American exports 
were industrial and fork lift trucks, overhead traveling 
cranes, conveyor belts, portable and pneumatic conveyors, 
lifting, loading and unloading machinery and spare parts. Other 
American sales came from U.S. subsidiaries in Europe, 
particularly lift trucks, conveyors and automated systems. 
According to industry sources, the Dutch market for MHM wil] 
gradually start to yield positive results in the course of 
1985. Between 1985 and 1990, 20 percent growth is expected in 
computerized storage and retrieval machinery, 15 percent in 
in-plant transportation equipment, and 12 percent in lift 
trucks, including small electric and narrow aisle reach trucks. 
Automation and computerization is becoming a necessity in 
material handling. The need to cut distribution costs wil] 
accelerate the trend toward still more automated, safe, 
computerized and order picking systems and high density rack 
stackers. Following the example of the United States and Japan, 
greater efforts will be made to reduce stocks to the minimum. 
Inventory management systems will have to be installed. Sources 
also reveal that demand is increasing for Automated Guided 
Vehicles (AGV) in all handling areas. The need for practical 
applications of computer software technology for materials 
handling machinery will provide the largest market potential 
for U.S. firms. Real consumption is expected to exceed 15 
percent by 1990. Holland's leading role in physical 
distribution and warehousing will greatly add to MHM sales. 
Rotterdam is the world's largest port, Amsterdam's Schiphol 
Airport is the second largest in the world in air cargo, and 
Holland's trucking industry accounts for almost half of all 
goods transported by truck in Western Europe. US&FCS is 


planning a U.S. pavilion at LOGISTICA in Utrecht in November 
1985. 
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POLLUTION CONTROL EQUIPMENT: In the Netherlands total annual 
expenditure on the protection of the environment amounts to 
approximately $405 million. About $135 million of this is spent 
on pollution control equipment and systems. The balance is 
spent on pollution taxes, additional costs for low sulphur 
content fuels and costs for the transportation of wastes. The 
pollution control equipment market can be divided into three 
major sectors: air pollution control equipment, water pollution 
control equipment and noise abatement equipment. In the 
Netherlands annual investment in air pollution control 
equipment amounts to approximately $81 million, in water 
pollution control equipment to approximately $41 million, and 
in noise abatement equipment to about $13 million. Major end 
users of this equipment in the Netherlands are the chemical 
industry, public utilities, food processing industry, the 
petroleum refineries and the natural gas production industry. 
Imports of pollution control equipment systems account for 
25-30 percent of the total Dutch market. Major foreign 
suppliers are West Germany, the United States and Japan. In the 
Netherlands there is growing concern about acid rain caused by 
the emission of nitrogen oxide and sulphur dioxide. The 
Netherlands produces more nitrogen oxide pollutants per capita 
than any other country in Europe. This is caused by the 
extensive use of natural gas as a source of energy in Holland. 
Moreover, the emission of sulphur dioxide has increased 
considerably since the recent reintroduction of coal in the 
energy mix. In this connection, the Dutch Government has 
decided that coal-fired electric power plants and oil 
refineries should reduce their emmission of sulphur dioxide 
drastically over the next 15 years. This must be achieved by 
using low sulphur content fuels and by applying air pollution 
control equipment such as scrubbers. Investments by industry in 
air pollution control equipment increased from $25 million in 
1978 to $81 million in 1983. It is in this sector that U.S. 
manufacturers can increase their market share. The market for 
water pollution control equipment is experiencing a strong 
decline due to a decrease in investment in civil water 
purification systems and the stabilization of the market for 
industrial systems. Investments dropped from $60 million in 
1978 to $41 million in 1983. It is expected that this decline 
will stop in 1986 and that the market will at least stabilize. 
We expect relatively significant growth in demand for noise 
abatement equipment over the next few years. On January 1, 1985 
a levy on industrial noise went into force. Proceeds from this 
(amounting to about $6 million) will be fully spent on noise 
abatement equipment and materials. 
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EXPO you need to succeed in overseas business. 
RTING Overseas Business Reports (oBr's) 
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The OBR World Trade Outlook Series gives you a 
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major trading companies. 
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Implications for the United States 
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@ describes the principal influence of current condi- 
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The U.S. Government Wants 
You to be Well Informed 
About Foreign Investment 


That is why the U.S. Department of Commerce monitors 
foreign direct investment in the United States. Its Office of 
Trade and Investment Analysis identifies foreign interests and 
other data relating to size, location, and industry sector of 
individual foreign direct investment transactions. 


For the low price of $23.00, you can have ten complete years 
of valuable data in the three convenient-to-use tabular for- 
mats of Foreign Direct Investment in the United States: Com- 
pleted Transactions, 1974-1983. For this one price, you will 
obtain foreign direct investment data by source country (Vol. 
1), by industry sector (Vol. Il), and by state location (Vol. 
lll). Each volume also includes an analysis of trends and 
developments in foreign direct investment transactions in the 
United States during the covered ten-year period. 


So don’t delay, send for your set today! 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Eee Credit Card Orders Only 

C money order, or charge to my VISA® | Total charges $____ Fill in the boxes below 
Deposit Account No. Lone > (Qe th Be eee 
Bahk awew CardNo || Feehmaprnlinendinialhsindlinatheghiattgeeanciacntaiad 


Expiration Date = = 
Cn. Month/Year ans 


Enclosed is $ ZC check, 





Please send___ sets of Foreign Direct Investment eee ere 
in the United States: Completed Transactions, 1974-1983 For Office Use sar : 

at $23.00 per set. S/N 003-009-00458-6. Quantity arges | 
Name—First, Last Enclosed 


oe eee ee LA Eb | | tt = To be mailed 


Company name or additional address line Subscriptions 


Be tlh icdnte ke tt bold Postage 


Street address Foreign handling 


tt | ibobdi del dobele debate Labedot ibe. | | 


City 5 





(or Country) Discount 


bb to) es) ep cb ems bah (8 lob ted jopeb dn | So cores | 


PLEASE PRINT OR TYPE 














